SECTION 2 - TAX

1 ESTABLISHING COVERAGE

As an employer of one or more individuals in
Wisconsin, you are required to maintain
employment records that will permit an accurate
determination of your Unemployment Insurance
(U tax liability. If requested, you must submit
reports to establish if you are a covered employer
and/or your contribution liability.

You are required to pay Ul contributions on your
payroll after you've met the statutory coverage
liability. Not all employers are "covered"
employers. Those that do not meet the coverage
requirements or maintain only excluded
employment are not subject to the Ul law.

A. Determining Coverage Liability

As an employer, you become "covered" and
incur tax liability if you meet any one of the
following conditions:

1. Conditions Exclusive to Commercial
Employers:

e You paid wages of $1,500 or more in
a quarter in any calendar year or;

¢ You employed one or more individuals
in employment for some part of a day
in 20 or more weeks in any calendar
year. The weeks need not be
consecutive and part-time employees
must be included in the employee
count.

2. Conditions Exclusive to Agricultural
Employers:

e You paid cash wages for agricultural
labor of $20,000 or more in a quarter
in any calendar year or;

e You employed ten or more individuals
in agricultural labor for some part of a
day in 20 or more weeks of any
calendar year.
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3. Conditions Exclusive to Domestic

Employers:

e You paid cash wages of $1,000 or
more in a quarter for domestic service
in any calendar year.

Conditions Exclusive to Nonprofit
Employers:

You are a nonprofit organization
described in Section 501(c)(3) of the
Internal Revenue Code and you
employed four or more individuals on a
day in 20 or more weeks in any calendar
year.

e Other nonprofit organizations (i.e.,
non 501(c)(3)) fall under the
commercial employer's conditions for
liability (see #A1 above).

Conditions Exclusive to Government
Employers:

o Government employers have
mandatory coverage.

General Conditions Under Which ANY
Employer Will Be Liable for Ul Taxes:

e You've paid any wages for Wisconsin
employment and you have a liability
for that year under the Federal
Unemployment Tax Act (FUTA) or;

e You've taken over part or all of the
business of an employer already
covered under the law (see Part 6:
"BUSINESS TRANSFERS AND
TAKING OVER A Ul ACCOUNT") or;

e You have no liability by law, but you
voluntarily elected to become a
covered employer (with the
Department's approval).
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B. How to Establish Compliance
Deaf, hearing or speech-impaired callers may

If you think you meet the above conditions or reach us through WI TRS.

you expect to in the near future, you can

complete a new employer registration form C. UCT-1, Wisconsin Employer's Report Form
and send it to the department electronically.

The web site is See Example 1.

https://www.dwd.state.wi.us/wiser.
The Employer’s Report, Form UCT-1, is used

It can be found on the DWD home page to determine if an employer is subject to the
(http://dwd.wisconsin.gov) under unemployment insurance law. The
Unemployment Insurance, then Wisconsin Employer’'s Report should be completed by
Employer Registration. all employers who may have a liability to pay
unemployment insurance taxes.
or
The form is used to obtain information such
Contact us by: as the employer’s trade and legal names,
address, type of business and business
E-mail: taxnet@dwd.state.wi.us location. The form will also ask for
information regarding an employer’s payroll
or through the date the form is being completed.
Employers completing this form should pay
If you prefer a paper form, contact us at: particular attention to employment that is
excluded from coverage under the law.
Bureau of Tax & Accounting Types of employment that are excluded are
Division of Unemployment Insurance detailed on this form. Corporations should
P.O. Box 7942 also include wages paid to the officers of the
Madison, WI 53707 corporation.

We will send you an employer's report and an
account number to establish your account.
You can also request the necessary forms
by:

Telephone: 608-261-6700

Fax: 608-267-1400
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EXAMPLE 1
2006 WISCONSIN EMPLOYER REPORT Page 1

Please complete this report so we can determine if you must pay state Unemployment Insurance taxes. Return this report within 10

days unless you receive different instructions. If you have NO EMPLOYEES only answer questions 1-13, and sign. Personal
information you provide may be used for secondary purposes (Privacy Law, s. 15.04 (1)(m)).

Return to: Department of Workforce Development .
i PLEASE COMPLETE THE NAME AND
Division of Unemployment Insurance Ul ACCOUNT NUMBER v ADDRESS INFORMATION v
P.O. Box 7942
Madison, WI 53707-7942 123456-000-1 Legal Name
Telephone (608) 261-6700 John Q. Employer

Fax: (608) 267-1400
Trade Name (DBA)

Acme Widgets
Mailing Address (c/o if required for correct delivery

Street or P.O. Box

-1 Capitol St.

City State Zip Code
Anvwhere Wi 55555
1. Enter your Federal Employer ldentification Number. 2. Name/Telephone of Contact Person for Additional Information
12-3456789 John Q. Employer
3. Business Telephone Number 4. Briefly describe your business activity
( 100 ) 000-0000 Manufacture of widgets
5. Location of business if different than the address shown above
6. Type of Ownership - CHECK ONE Orartnership O Limited Liability Partnership (LLP}
OLimited Partnership OLimited Liability Co. (LLC) Other (Estate, Trust, Receivership, Etc.)
Corporation Limited Liability Co. Electing to be ease specify:
State of Incorporatioms — Treated as Corp for Federal Tax Purposes
Individual You must submit a copy of your IRS MNotice of Acceptance
Ba. Provide the name(s) and social security number(s) of sole owner, partners, or corporate officers: )
MName (Last, First, Middie Initial} Social Security Number Position/Title % of Ownership
Employer, John Q. 222-33-4444 Sole Owner 100

7. For Corporations Only:
7a. Are you a non—-profit organization as described in $501(cl3) of the IRS Code? DYES DNO
If yes, you must submit a copy of the IRS determination letter of your status.
7b. Are you a Sub-Chapter S Corporation? DYES EINO
If yes, all compensation received by the officers, including dividends and other disbursements, must be shown as wages on this form.
7c. If your business is a corporation, have the officers been paid? [ Jves [ Ino .
8. Have you paid employees for work performed in Wisconsin? ES EII\IO If yes, what is the date of first employment? 4 2/1 /2005

9. Do you expect to pay wages in the future for work performed in Wisconsin? DYES DNO If yes, esti the date:,

10. Do you continue to have paid employees working in Wisconsin? YES I:INO If no, date you last had employees:

Prior Owner's Current Street Address

 Name of New Owner

12. Did you transfer your business? DYES NO If yes, enter Date of Transfer

Street Address of New Owner _fCiw i State iZip Code
i | |
13. Do you have employees working for you outside Wisconsin?
[ ves NO

14. Did you or will you have a federal unemployment tax liability on your payroll in any state in the following years?

2004 [Jves [vIno 2005 [Jves [v]no 2006 [v]ves [no

UCT-1 (R. 11/25/2005) (U0OSES)
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EXAMPLE 1 - Continued

15.

2006 WISCONSIN EMPLOYER REPORT

Have you or will you issue 1099-Misc. forms for workers who performed service for you? [_] ves [_] NO
If yes, please list names and addresses on back of form or attach separate sheet

16.

You do not have to pay Ul taxes on certain persons. The most common categories are listed below. A more complete list
is found under PERMITTED EXCLUSIONS on page 3.

16a

D Other: |

If you have any employees in any of the categories below check all that apply.
Partners in a general partnership. Insurance or real estate sales people paid by commission only.

Unpaid corporate officers. Members of a Limited Liability Company (LLC).
Agricultural labor on employer’'s farm. Salesperson paid by commission only for sales made in the consumer's home.
(Note: Ag. exclusion on page 3) (You may not exclude commissions paid for sales to businesses)

| Indicate appropriate alphabetical letter as shown on page 3 under the heading PERMITTED EXCLUSIONS.

16b.

If your business is a sole proprietorship, check if any of the following received wages from you.

[ Father [“Ichild under 18 — birthdate: 5/1/90
[ Mother [ child under 18 - birthdate:
Spouse [CIchild under 18 - birthdate:

17.

In how many weeks of 2006 have you had employees either full or part-time? DO NOT INCLUDE ANY PERSON FROM THE
ABOVE PERMITTED EXCLUSIONS. Please count the weeks in which your employees actually worked, not the weeks in which they
were paid. A week is considered to be from Sunday through Saturday.

A. Enter the exact number of weeks through the date you are filling out this form. 12
B. If you have had 20 weeks, enter the week-ending date of the 20th week.
C. Enter the number of employees. 1

18.

Did you have 20 weeks in 2004 or 2005 in which at least one employee worked full or part—time? DO NOT INCLUDE ANY
PERSON FROM THE ABOVE PERMITTED EXCLUSIONS. Count the exact number of weeks that your employee worked, not when
they were paid.

2004 YES NOQ If yes, week ending date of the 20th week:

2005 YES NQ If yes, week ending date of the 20th week:

. Enter your gross quarterly payrolls below. Include all wages paid through the date that you compléte this report. Do not estimate

the amount of wages you expect to pay in the future. Show wages paid only for work performed solely or primarily in Wisconsin.
DO NOT ENTER THE WAGES OF WISCONSIN RESIDENTS WHO WORK ENTIRELY OUTSIDE OF WISCONSIN. DO NOT INCLUDE
WAGES PAID TO PERSONS FROM THE ABOVE PERMITTED EXCLUSIONS.

1st QTR. JAN.-MARCH 2nd QTR. APRIL-JUNE 3rd QTR. JULY-SEPT. 4th QTR. OCT.—DEC.

2004

2005 $1,000.00

2006 $4,000.00

20.

Cheesemaker Bank 1 Cheese St Anywhere, WI 55555-5555 999000999000

Mame and address of financial institution through which you will maintain your business checking account
MName Street Address City/State Checking Account Number

Your signature indicates this report is true and complete to the best of your knowledge.

Signature Position

Owner

Please print name of above signature: Date Signed

John Q. Public 4/1/2006

{Uo0586) (R. 11/25/2005)
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EXAMPLE 1 - Continued
MEMVMIORANDUM ON EMPLOYER LIABILITY |

. ARE YOU AN EMPLOYER LIABLE UNDER THE WISCONSIN UNEMPLOYMENT INSURANCE ACT?
A. An employer is required to comply with the payroll tax provisions of the Wisconsin Ul Law on all coverable Wisconsin payroll:
1. Retroactive to January 1 of a calendar year if the employer:

{a) Paid or incurred a liability to pay wages for employment in Wisconsin which totaled $1,500 or more during
any calendar quarter in either that year or the preceding year, or

(b) Employed one individual (full or part-time and not necessarily the same person) in each of 20 or more
calendar weeks in Wisconsin either that year or the preceding calendar year; or

2. Retroactive to the first Wisconsin payroll of a calendar year, if the employer is subject to the Federal Unemployment
Tax on its total payroll in all states; or

3. Effective as of the date an employer acquires all or some portion of a business already covered by the statute. Not all
business transfers result in a mandatory successorship. The statutes require that both the transferor (seller) and
transferee (buyer) give notice of any business transfer within 30 days of the transfer date. Appropriate information and
forms will be provided after notice is received.

il. PART-TIME WORKERS, PAID CORPORATE OFFICERS, AND COMMISSION PAID SALES PERSONS ARE EMPLOYEES
"Wages" means any form of remuneration for a given period. It is immaterial whether wages are paid on any hourly basis, fixed
salary per payroll period, on a commission basis, piecework or job arrangement, or by payment in kind (board, room or
merchandise). An employer operating more than one business under the same legal ownership must combine payrolls and
employment for purposes of determining employer liability and reporting tax liability under this statute.

Hl. 2006 INITIAL TAX RATES
The tax rate for new employers engaged in business in the construction industry in 2006 is 6.60%. The rate for other new
employers is 3.25%. Taxes are assessed on the first $10,500 in wages paid each employee within a calendar year.

Tax due dates for new employers vary according to the date liability is incurred. The latest due date for 2006 taxes is January
31, 2007. If you do not have appropriate forms to establish compliance by January 31, 2007, be certain to send your check in
payment of taxes by that date. penalties may then be avoided for at least the fourth quarter, and possibly for other quarters,
depending on the date liability was incurred. Forms for processing your tax payment will then be sent

IV. PERMITTED EXCLUSIONS
In determining employer liability, individuals employed in types of employment listed below are permitted as deductions
(as excluded employment) from the count of employees. Wages paid to individuals in excluded employment should be
deducted from quarterly payrolls.

A. Agricultural labor - unless performed for an employer subject to this chapter (i.e., any employer who paid cash
wages for agricultural labor which totaled $20,000 in any calendar quarter of the current or preceding year or
employed as many as 10 persons in agricultural labor for some portion of a day in 20 different weeks of the
current or preceding year).

B. Domestic service in the employer's private home — unless performed for an individual subject to this chapter on
domestic employment (i.e., any employer of any individual in domestic service who paid cash wages of $1,000 or
more in any calendar quarter of either the current or preceding calendar year).

C. Persons (under the age of 18) selling or distributing newspapers or magazines on the street or from house to house.
D. Individuals covered by the Railroad Unemployment Insurance Act.

E. Crews of commercial fishing vessels of 10 net tons or less.

F. Insurance or real estate salespeople paid by commissions only.

G. Unpaid officers of a corporation or association.

H. Individuals employed entirely outside of Wisconsin. (Some minor exceptions.)

I. Any person earning less than $50 in a calendar quarter in the employ of an organization exempt from federal income
tax under S.501(a) of the Internal Revenue Code.

J. A sole proprietor's father, mother, spouse, or any of his/her children under the age of 18

K. Service performed by a full-time student as a formal and accredited part of a work-study program certified to the
employer by the school.

L. Individuals paid solely by commissions, overrides, bonuses or differentials derived from in—person sales primarily in
the consumer's home.

M. Service performed by a nonresident alien for the period he or she is temporarily present in the United States as a
nonimmigrant under an F, J, M or Q visa Services of the spouse and minor children of the nonresident alien are also
excluded.

(Uo0S88) (R. 11/25/2005)
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D. Time Limit on Liability

Historically, this department has placed a
limit on the retroactive period used to
establish an employer's status and
contribution liability. In line with this policy,
only the current year and the two preceding
calendar years are used if no evidence of
fraud or abuse exists.

Reimbursement Financing

Governmental units, certain nonprofit
organizations, and Indian Tribes can choose
between the tax and reimbursement methods
of financing unemployment benefit costs.
(Only nonprofit organizations with a ruling of
an IRS Code 501(c)(3) status can elect
reimbursement financing.) Tax financing
employers pay a quarterly unemployment tax
on the wages paid to their employees.
Reimbursement financing employers do not
pay a quarterly tax, although they must still
file the quarterly tax and wage reports.
Instead, they reimburse the department for
100% of the unemployment benefits charged
to their account. Billing notices, that show all
benefits charged to the employer’'s account,
are sent on a monthly basis to employers
electing reimbursement financing.

Accounts for nonprofit organizations are
normally set up on the tax financing method
but reimbursement financing can be elected.
Accounts for governmental units are initially
set up on the reimbursement financing
method but tax financing can be elected.

Indian tribes are normally set up on the tax
financing method but as of 1/1/2002 they can
now elect reimbursement financing as of the
beginning of any calendar year.

Indian tribes and nonprofit employers electing
reimbursement financing must file an
assurance of reimbursement with the
department. The assurance can be in the
form of a surety bond, letter of credit,
certificate of deposit, or any other
nonnegotiable instrument of fixed value.

The employer’s original assurance has to

cover the 5-year period starting from the
beginning of the year in which the employer’s
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reimbursement financing election takes
effect. The amount of the assurance must be
at least equal to 4% of the employer’s taxable
wages for the past calendar year. The
adequacy of the assurance amount is
redetermined every other year. If the
employer ceases business or converts to tax
financing, the assurance must remain in
effect for up to 2 1/2 years to cover the period
of benefit claim liability. At the end of this
period, the assurance is returned to the
employer.

Beginning in 2006, certain non-profit
employers electing reimbursement financing
may be subject to an annual assessment for
payment of uncollectible benefit
reimbursements due from employers no
longer in business. The assessment will only
be made in years where the amount of
uncollectible debts exceeds $5,000. The
total assessment against all employers is
limited to no more than $200,000 annually.

When a governmental unit, nonprofit
organization, or Indian Tribe chooses to
convert to reimbursement financing, the
positive or negative balance in their tax
account remains in the Unemployment
Reserve Fund and is transferred to the
Fund’s balancing account.

A government unit, nonprofit organization, or
Indian Tribe interested in obtaining further
information about reimbursement financing
should contact us at:

E-mail: taxnet@dwd.state.wi.us
Internet: http://dwd.wisconsin.gov/uitax
or

Bureau of Tax & Accounting

Division of Unemployment Insurance
P.O. Box 7942

Madison, WI 53707

or
Telephone: 608-261-6700
Fax: 608-267-1400

Deaf, hearing or speech-impaired callers may
reach us through WI TRS.
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